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INTRODUCTION 


With the advent of the McNamara-Hitch team in the Department of 
Defense, Comptrollership in the Navy merits increased attention. This 
author makes the assumption that comptrollership is here to stay in one 
form or another. The total field, however, is much too large for the 
scope of one thesis, so it is towards the area of the "right man for the 
job" that this paper will be directed. 

Specifically, the question of whether line or supply officers 
should more appropriately be assigned to financial management duties, 
will be developed in detail. 

Of necessity a modicum of general comptrollership history, 
development and background must be included in order to determine most 
effectively the functions to be performed and who shall perform them. 
Some of the particular questions to be answered are: What is the trend of 
Naval Comptrollership? Why has the Supply Corps had so little to do with 
financial management in the field and at Departmental levels? Why was the 


natural relationship of the Supply Corps to finance disregarded? Are there 


< 


any existing legal barriers to the expansion of the Supply Corps into all 
Comptrollership areas? What are the relative qualifications and advantages 
of line vs. supply corps officers in the financial management area? Is 
comptrollership tending to negate its effectiveness by reaching for command 


power instead of providing a staff service? 


~ 





zen 

The methods of research are indicated by the bibliography and 
include interviews, speeches, books and articles on the subject matter. 
All memoranda quoted are from Department of Defense files. 

The chapter sequence generally follows a chronological order 
except for the concluding one. Certain appendices have been included for 
the convenience of the reader, as an aid in matching events with persons 
and dates. 

Other related areas which could be developed at later dates might 
include the stock fund and industrial fund concepts, totally integrated 
and simplified accounting systems (efforts to eliminate the "red tape" 
concept of financial management), and effective uses of comptrollership 


in periods of war or national emergency. 


27 





CHAPTER I 
DEVELOPMENT OF NAVAL COMPTROLLERSHIP 


Background 


Budgeting with all of its ramifications is one of the major 


functions of Naval Comptrollership. Thus one might say that comptrollership f 


in the Navy stems from the Budget and Accounting Act of 1921. This act, 
in addition to creating the Bureau of the Budget and the Comptroller 
General of the United States, fostered the formation of the Office of 
Budgets and Reports under the direction of the Secretary of the Navy. 
So budget preparation and execution in the Naval Establishment was an 
established function many years prior to the enactment in August, 1949 
of Title IV, Public Law 216 of the 8lst Congress. 

The advent of the Second World War created such a deluge of 
financial reports and statistics that the military budgeting and accounting 
systems were unable to cope with the added requirements imposed upon.them. 
As the Under Secretary of the Navy at this time, James V. Forrestal 
became interested in the problem when he mg virtually impossible 
to obtain satisfactory program costs or adequate, timely financial 


information. Forrestal would receive different: sets of figures concerning 








lU, s. Department of the Navy, Bureau of Naval Personnel, 
Financial Management in the Navy: Nav Pers 10792-A, 2nd ed., 1962, p. 11. 
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the identical program, project or operation, from the Bureau of Supplies 
and Accounts, the Office of Budget and Reports, and the other technical 
bureaus. He enlisted the aid of Mr. Paul Grady of Price Waterhouse and 
Co. to try to bring some order out of the existing chaos.” And eventually 
a committee, chaired by Mr. Grady and including the Chief of the Bureau of 
Supplies and Accounts, Rear Admiral W. B. Young, and Norwood P. Cassidy, 
Director of Accounting, Bureau of Supplies and Accounts, among others, 
was formed and charged with making specific recommendations concerning 
the consolidation and centralization of budgeting and accounting. In 
mid-1943, this committee recommended that a Comptroller of the Navy be 
established at the Secretary's level, to be vested with full authority 
and responsibility for budgeting and accounting throughout the entire Navy. 
In addition the Comptroller was to maintain close liason with the Director 
of Budget and Reports concerning the rendition of accounting statements. 

This idea, though accepted by Mr. Forrestal, who by now had 
succeeded Frank Knox as Secretary of the Navy, was not saleable to the 
Naval bureaus and offices. One reason was the violent objection of the 
Chief of the Bureau of Supplies and Accounts, Rear Admiral William Brent 
Young, who maintained that the Naval Comptroller should be placed, not at 
the Secretarial level, but in the Bureau of Supplies and Accounts. 
Another, and perhaps more important reason was psychological in nature, 


in that the term "Comptroller," connoted usurpation of traditional naval 





“Interview with Norwood P. Cassidy, former Assistant Naval 
Comptroller for Accounting and Finance, February 10, 1965. 


Norwood P. Cassidy, “Financial Management in the Navy," Speech 
delivered before the Federal Government Accountants' Association, Los 
Angeles Chapter, February 13, 1957. 





EE 
officer management prerogatives, particularly as the prerogatives pertained 
to the Chief of Naval Operations, his staff, and the Naval Bureau Chiefs. 
As the Committee investigating financial management in the Department of 
Defense stated: 
The Committee considers it unfortunate that the term 

Comptroller (Controller) as it is used for officials in the 

financial management area often leads the uninitiated to 

the conclusion that the function of a person with this title 

is to control. The successful Controller does not control 

in the usual meaning of the term. He does head an organiza- 

tion that has great opportunity to be of service in recording, 

reviewing, analyzing, and interpreting facts generally 

expressed in monetary terms. His function and that of his 

staff is to present the facts in a manner that will aid the 

commanders or other managers in making pound effective 

operating and administrative decisions. 

Balked in the official formation of a Naval Comptroller 
organization, Forrestal, undeterred, administratively created the position 
of Fiscal Director of the Navy and made this official the accounting 
counterpart of the Director of Budgets and Reports. He was also made 
responsible for the integration of the accounting system with the budget.” 
Since the budget at this time was the responsibility of a statutory budget 
officer, a Rear Admiral of the unrestricted line, this integration was 
indeed a delicate commission. 

Mr. Wilfred J. McNeil, a reserve Supply Corps Rear Admiral, 


^ 
resigned his commission and was appointed as Sc Navy's first fiscal 


director on 14 December, 1944.6 Subsequently, with enactment of the 


— EEE EEE 


by, S., Department of Defense, 


Financial Management in the 
Department of Defense: the White Renort, November, 1965, DENS. 
?Cassidy, “Financial Management in the Navy." 


6y, S. Senate, Preparedness Subcommittee No. 3 of the Committee 


on Armed Services, Interim Report implementation of Title IV, National 
Security Act of 1947 as Amended O3rd Cong., lst Sess., 1954, p. 151. 


١ 
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National Security Act of 1947, Mr. McNeil became the Assistant Secretary 
of Defense and later successfully sponsored the bill which was to establish 
Statutory comptrollership for the entire department of Defense, i.e., 
Title IV of Public Law 261. With the enactment of Title IV, McNeil 


became the first Comptroller of the Defense Department. 


The Need for a Navy Comptroller 

As James Forrestal recognized the need for a formal Navy 
Comptroller organization in 1944, so Title IV of Public Law 216 statutorily 
fulfilled this need when enacted in 1949. 

The prime mover behind the enactment of Title IV was the Second 
Hoover Commission which concluded that financial management, or 
comptrollership was urgently required in the Federal Government, and 
particularly in the Department of Defense, and stated: 


Budgeting and accounting go hand in hand. Sums budgeted 
in advance are subsequently accounted for as obligated and 
spent. The activities are the same and the accounts 
themselves must be the same. Only by making comparisons 
between similar activities and between the same activity in 
one year against another year, can efficiency be tested. 

. Only by making the head of each activity financially 
responsible for all costs of his program, can he be held to 
account. Only by modernizing the Federal system of 
budgeting and accounting will it be possible to tell 
exactly how much any single program or project is costing. 
The Federal Government must be able to assess results 
intelligently. 


Here it is explicitly recognized that an integration and 
consolidation of budgeting and accounting functions might provide at least 


a partial answer to the complicated entanglement of governmental finance. 





UNES. Senate, Financial Management in the Federal Government, 


Document No. 11, 87th Cong., 1st Sess., 1961, p. 54. 
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However, the force which propelled this statute into law was the 
almost unanimous concern of Congress over the state of defense budgeting 
and accounting. The following portrays their feelings: 


Intricate Federal laws compel the businessman to maintain 
the most modern and accurate accounting systems possible. 
Yet these laws do not apply to the same Federal Government, 
nor do we find that modern and accurate fiscal methods are 
employed in the operation of the Federal Government. 

In light of the great advances that have been made in 
budgetary and accounting techniques, it is appalling to 
examine the fiscal operation of the Military Establishment 
and find that the accounting system has been jerrybuilt 
since the days of George Washington. 

Let it be emphasized that . . . there is a tremendous 
difference between the operations of the Department of 
Defense and a profit making organization. We do not say 
that the Department of Defense should be 'run like a 
business!’ It cannot be. 

But let it also be stated just as plainly that the money 
and material entrusted to the Department of Defense must 
be efficiently used and accurately accounted for. If the 
American people and their Congress are to be assured both 
that the military is operating as effectively and 
economically as possible, and that the decisions they make 
are reached only after accurate information has been 
presented to them on the costs of the various programs 
requested, then we must have accurate fiscal records, 
inventories and budgetary systems. 

Ever since the operations of our military have assumed 
such large significance in the national budget, there has 
been a demand for the ھا‎ of more up-to-date 
businesslike procedures. 


Title IV was thus added by Public Law 216 as a new Title to the 
National Security Act of 1947. Through it, the Department of Defense 
financial management structure was reorganized. More specifically, 
ile IV: 

1. Provided for the establishment of a Comptroller for the 
Office of the Secretary of Defense and a Comptroller in each 
of the three military Departments, in order that there may 


be an organized effort to carry out these [ the promotion of 
efficiency and economy ] objectives. 





Sy, S. Senate, Preparedness Subcommittee No. 3 of the Committee on 
K med Services, loc. cit., p. l- > 
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2. Directed that a performance-type budget be adopted by the 
Department of Defense with a segregation of operating and 
capital programs. 
3. Provided for the establishment of uniform terminologies, 
classifications, reporting systems, accounting and internal 
audit projects and common use of disbursing facilities. 
h. Authorized the establishment of working capital funds 
for the organization of inventories for the three military 
departments into stock funds and for the operation of 
industrial- and commercial-type activities and integral 
working units. 
5. Authorized the establishment of departmental management 
funds to facilitate the carrying out of joint and special 
operations. 


6. Provided Log reports of property on a quantitative and 
monetary basis. 


After the passage of Public Law 216, Louis A. Johnson, then 
Secretary of Defense, stated that it: ". . . not only reflects the 
recommendations of the (Hoover) Commission concerning the National Military 
Establishment, but it also makes applicable to the National Military 
Establishment many of the Commission's broad budgeting and accounting 
recommendations." 

To comply with the requirement of this Act, the Secretary 
established the Office of the Comptroller of the Navy on 1 June 1950 and 
designated the then Assistant Secretary of the Navy for Air, John F. 
Floberg, as the first Comptroller of the Navy. In 1954, as a result of 
congressional legislation, two additional secretaries were provided for 


each service, and in the case of the Navy, one of the new assistants was 


to be designated as the Assistant Secretary for Financial Management, and 


2222 د 
?Toid., pp. 75-76.‏ 


lOrpia., p. 76. 
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could also act as Comptroller if so designated by the Secretary. The 
number of assistant secretaries was reduced by the Department of Defense 
Reorganization Act of 1958 and the Assistant Secretary for Financial 
Management was one of those eliminated. In 1961, however, the position 
was reinstated and is currently occupied by the Honorable Victor M. 


Longstreet.l 


Basic Function of the Military Comptroller 
The White Report on Financial Management in the Department of 
Defense stated that the basic functions of DOD financial management should 
be as follows: 
Budgeting and Funding--the review and translation of 
programs into financial terms and providing the financing 


essential to their execution. 


Accounting--the classifying, recording and reporting 
of financial data. 


Expenditure and collection of funds--commonly called 


the finance or disbursing function. 


Progress reporting and statistics--the provision and 
interpretation of data for command and management 


purposes. 


Auditing--review and follow-up on performance and 
furnishing findings and appropriate recommendations to 
command and management. x 


These findings had their precedent in a memorandum from George C. 
Marshall, Secretary of Defense, to the Secretaries of the Army, Navy and 


Air Force (see Appendix B). In this memo concerning comptroller (in the 


Defense Department) functions and organization, Marshall mentions, "budget 





llpureau of Naval Personnel, op. cit., p. 17. 


127, ۰ Department of Defense, Financial Management in the 


Department of Defense: the White Report, November 1965, Bere: 
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administration, cost accounting, accounting for all property, appropriation 
and fund accounting, disbursing and receiving cash, statistical and 
progress reporting, and auditing. "72 

Since the civilian comptroller and his military counterpart evolved 
as their organizations grew in size and complexity, i.e., increases in 
accounting, increases in size and volume of reports, requirements for more 
sophisticated management and internal auditing techniques, and additional 
tax and budget problems, it is not surprising that the traditional 
functions of the civilian comptroller have been carried over into 
government. 

The official organ of U. S. business controllers, the Controllers' 
Institute of America has issued the following all-inclusive list of 
Eoncrollersbip functions: 

1. To establish, co-ordinate, and maintain, through 

authorized management, an integrated plan for the control of 
operations. Such a plan would provide, to the extent 
required in the business, cost standards, expense budgets, 
sales forecasts, profit planning, and programs for capital 
investment and financing, together with the necessary 
procedures to effectuate the plan. 

2. To measure performance against approved operating 
plans and standards, and to report and interpret the 
results of operations to all levels of management. This 
function includes the design, installation, and 
maintenance of accounting and cost systemo and records, 


the determination of accounting policy, and the 
compilation of statistical records as required. 





13U. S., Memorandum from the Secretary of Defense to the 
Secretaries of the Army, Navy and Air Force, Comptroller Functions and 
Organization. September 27, 1950. 
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3. To measure and report on the validity of the objectives 
of the business end on the effectiveness of its policies, 
organization structure, and procedures in attaining those 
objectives. This includes consulting with all segments of 
management responsible ror policy or action concerning any 
phase of the operation of the business as it relates to the 
performance of this function. 1 


h. To report to government agencies, as required, and to 
supervise all matters relating to taxes. 


5. To interpret and report on the crtect of external 
influences on the attainment of the objectives of the business. 
Migs function includes the continuous appraisal of economic 
and social forces and of governmental influences as they 
affect the operations of the business. 


6. To provide protection for the assets of the business. 
This function includes establishing and maintaining adequate 
internal IP and auditing and assuring proper insurance 
coverage. 


Brooks Heckert and James Willson distilled this and extracted the 
following four basic financial management functions as most applicable to 


the modern-day comptroller: 


a) The accounting function, including the corporate, general 
financial, and cost accounting operations, together with the 
methods and systems activities embracing the design, installation, 
and custody of all accounting books, records, and forms, and the 
co-ordination of the clerical and office systems and facilities 
throughout the company. 


b) The auditing function, including the establishment and 
maintenance of internal controls, the audit of receipts and 
disbursements, general internal auditing, and the general 
relationship with the company's public accountants. 


c) The tax function, including the assembly of information 
and the preparation of returns for income, excise, and payroll 
taxes, and the general relationship with tax agents and 
audi tors. 





ne d R. Anderson and Leo A. Schmidt, Practical Comptrollership 
(Homewood, Ill.: Richard D. gral aer 1961), Pe 11. 
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d) The interpretive function, including the preparation, 
analysis, and statistics to assist the directors, officers, and 
general management of the company in the formulation of plans 
and policies, the measurement of results, or ior other purposes 
er internal or externa: use. 

These functions and the additional related one of preparing, 
consolidating and administering budgets are generally concurred in by such 
accepted authorities as J. Hugh Jackson, Leo A. Schmidt, and Thornton 
16 


Bradshaw. 


Title IV Implementation 

Morris Janowitz wrote, "Traditional attitudes are institutionalized 
by the requirements of military organization and planning. When war-making 
becomes more technical, the military establishment requires years of 
preparation and advance thinking. Sudden developments are resisted as 
disruptive, for it takes years to translate ideas into weapons systems. "17 
This quotation aptly depicts the state in which many senior military 
officers found themselves with regard to this "new" concept of 
comptrollership. Just prior to the passage of Title IV, Public Law 216, 
Admiral Louis Denfeld, Chief of Naval Operations at the time--in a letter 
to the Secretary of the Navy--summed up the prevailing fears of his fellow 


senior officers. Applicable portions follow: 
——————— e سوس ات‎ —_ _ nn 


LR iso Heckert and James D. Willson, Controllership (New York: 
The Ronald Press Company, 1952), p. 497. 


16ror additional readings in this area see the bibliography under 
these authors. 


orale Janowitz, The Professional Soldier (Glencoe, Ill.: The 
Free Press of Glencoe, 1960), p. 22-23. 
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The inevitable comptroller-type functions arising from 
developments in the field of unification and from budgetary 
pressures are presently being performed on a good-will and 
cooperation basis by a loose confederation of the Office of 
the Secretary of the Navy and the Office of the Chief of 
Naval Operations (Deputy Chief of Naval Operations for 
Logistics and Chief of the General Planning Group), and the 
Office of Budget and Reports. 

The sum total of Naval Effort is expressed in terms of 
major programs, and the practical expression of these Naval 
programs is found in the current basic Naval Establishment 
Plan. 

The programs which support the operating forces and 
maintain the prescribed mobilization base have no other 
purpose or justification than to maintain the U. 5. Naval 
forces in the prescribed degree of readiness, to enable them 
to effectively undertake D-Day missions, and to expand in 

E cordance with prescribed phasing thereafter. 

Prom... the above, it is apparent that the purpose, 
scope and tempo of every Navy program stem from purely 
military needs; therefore, only the Chief of Naval Operations 
should prescribe the degree of emphasis to be placed on each 
and every program, and discretion in this matter should not 
be vested elsewhere. [ Note here the misconception of the 
term "Comptroller," and the inchoate fear of "control" from 
without being imposed. j 

The accomplishment of every logistic program is a function 
of dollar expenditure and dollar management. Therefore, 
discretion in the matter of dollar management should be vested 
in 5 military officer subordinate to the Chief of Naval 
Operations, and, himself, qualified for unrestricted command. 

| The statement | + > +» above does not and is not intended 
me interfere with the overricing authority of civilian 
control as vested in the Secretary of the Navy, nor does it 
cut across those technical functions properly vested in the 
technical Bureaus. It does, however, and is intended to, 
insure against the diverting of funds to projects and programs 
not in consonance with the Chief of Naval Onerations' apvroved 
military programs and not in consonance with the most 
efficient and economical support of those military programs. 

The comptroller functions should include fiscal management, 
budget management, statistical control ana management 
engineering. . . . the integration of these activities must be 
toward the end of the greatest efficiency and economy in 
support of the military programs, and therefore, should be 
coordinated by the und echelon in the person of a military 
(line) Comptroller."1 





181, S., Memorandum from the Chief of Naval Operations to the 


Secretary of the Navy, July 26, 1949. Italics mine. 
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Thus the struggle over implementation commenced even prior to 
passage of the law. The subsequent enactment of Title IV with its 
statuatory Department of Defense comptrollership requirements caused 
continuing consternation among senior military Bm 3 ٦ 

Mr. John H. Dillon, Administrative Assistant to the Secretary 
of the Navy substantially agreed with Admiral Denfeld's views, but in 
writing a rejoinder to the Denfeld letter (after Title IV was law), he 
proposed that since the Comptroller of the Department of Defense was by 
law to be one of the Assistant Secretaries, then for consistency so should 
be the Comptroller of the Navy. In addition he urged that the Comptroller 
be immediately appointed and that as soon as the appointment was effective, 
the Navy Fiscal Director and Office of Budget and Reports be placed under 


20 The Assistant Secretary of the Navy for Air, John 


his supervision. 
Floberg, was then assigned the additional task as first Comptroller of the 
Navy on 1 June 1950, and the Director of the Office of Budget and Reports, 
Rear Admiral Herbert G. Hopwood was made his deputy. 

The Bureaus and Departments moved exceedingly slowly in transferring 
proper financial management functions to the new Comptroller. 

A few months after his appointment, Secretary Floberg was still 
receiving little cooperation in his cfforts ta put the new organization on 


a paying basis. He called all of the Chiefs of the various Navy Technical 


Bureaus to a special meeting in his office, and in effect, told them to 





l?rnterview with B. H. Dozier, Deputy Assistant Comptroller for 
Field Activities, February 3, 1965. 


20, S., Memorandum from the Administrative Assistant to the 


Secretary of the Navy, to the Secretary of the Navy, August 9, ۱99۳ 
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cease and desist in their obstructionist tactics or suffer the consequences. 
With this show of strength, an emasculation of financial management at 

the outset was avoided, and the organization began to assume direction 


and responsibility.21 


Summary 

It was therefore recognized that the general budgeting and 
accounting systems of the military establishment required overhauling. 
Title IV laia the formal foundation for this overhauling, but considerable 
controversy arose over precisely where the comptroller should be placed 
fiona the organization; what his exact functions were to be; how much, if 
any, line authority he should have; and who (military or civilian, line or 
staff) should occupy the billets which were formed. 

There was a wide divergence of opinion as to just how well 
comptrollership had been accepted and implemented. The Comptroller of the 
Navy in 1958, J. Sinclair Armstrong said, 


I have been told that many segments of the Navy did not 
- receive the advent of comptrollership very warmly. I think 

this is understandable, because the concept of comptrollership, 
which was taken largely from private industry, was not ۱ 
generally understood. I think the Navy acted wisely, and 
Gecided at the outset that comptrollership should not be 
Morced by edict upon bureaus and field activities. It was 
determined, rather, that such organizations should come 
about largely by evolution. As in the case of private 
industry, the merits of controllership have had to be ‘sold! 
to management. This has been primarily an educational 
- Ort. 

At the present time, nine years after the enactment of 
“Title IV, I think comptrollership is widely accepted in the 
Navy. 





210 رد0 زو وم‎ 1 OC. Clb. 


225, Sinclair Armstrong, "Financial Management in a Military 
Department, speech delivered at the Industrial College of the Armed Forces, 
Washington, D. C., November 6, 1958. 


` 


۱ 





DA 
Insspite of this highly optimictie statement, i. e., 
"comptrollership is widely accepted in the Navy," only four years 
previously the Senate Armed Services Preparedness Subcommittce had said 
that Title IV had not been truly implemented and in fact, had gone 
bpeectically unheeded. Their reasons were: 


First: The Korean War. In the overriding rush of defense 
preparations and execution of the war, little time could be 
speared to work on fiscal methods. 

Second: The sheer size of the undertaking. Jt will be an 
enormous, continuing task to remodel the huge budgetary and 
fiscal structure built un over a period of many decades. 

Third: Ignorance of the provisions of Title IV and of 
understanding of its intent. Common experience has shown 
thet ignorance and misunderstanding may develop into inertia, 
resistance and antagonism. Unfortunately, antagonism 
toward Title IV did develop in some areas. 


Why this divergence of opinions? Were they based on bias, or had 
tremendous improvements taken place during the intervening four years? 
In the next chapter some of the aspects of this "antagonism," "ignorance" 


and "inertia" will be investigated, particularly as it applies to the role 


played by the Supply Corps before and during the early days of Title IV. 





23y, S. Senate, Preparedness Subcommittee No. 3 of the Commi tice 
onwürmed Services, op. cit., p. 2. 
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CHAPTER IT 


SUPPLY CORPS RELATIONSHIPS WITH NAVAL 


COMPTROLLER DEVELOPMENTS 


A Penchant for Missing Golden Opportunities 

The first involvement of the Supply Corps in an incident which was 
to have significant impact on the control of comptrollership in the Navy, 
and responsibilities therefore, took place at the time of the creation of 
the Naval Budget Officer in 1921. The Chief of the Bureau of Supplies and 
Accounts at this time, was Rear Admiral David Potter. In 1923 the Budget 
Officer was made a separate billet. It had previously been held as a 
collateral duty by the Chief of Naval Operations. At this time discussions 
were held and the consensus was that the office should be incorporated 
as a division of the Bureau of Supplies and Accounts. However, Admiral 
Potter was adamantly against this for indeterminable reasons. And as a 
result the office was formed within the Secretary of the Navy's 
organizational sphere, and with the statuatory requirement that a line 
officer be Director of said office.+ This original statuatory requirement 
۲۰٠٠۰ effect today in that tke Assistant سے‎ of the Navy, Director 
of Budget and Reports (successor to the old Office of Budget and Reports) 
is still legally required by Paragraph 507 of Title 10 to be a Rear Admiral 
of the unrestricted line. The current incumbent is Rear Admiral Fred 


Bennett. 





linterview with Norwood P. Cassidy, former Assistant Naval 
Comptroller for Accounting and Finance, February 10, 1945. ` 
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The zext Chief of the Binreau of Susplies and Accounts to become 
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actively involved in this area in a meaningful way was Rear Admiral 
Balsam Brent Young. Admiral Young, at the urgins of Secretary Forrestal, 
Bericial!y instigated the Grady Committee mentioned in Chapter II. 
Although the committee report recommended that the comptroller be placed 
at the Secretarial level, Young insisted that he (the comptroller) be 
placed within the Bureau of Supplies and ts. And, as has been 
moved also, this opposition along with others, effectively stifled 
comptrollership, per se, in the Navy until 1949. 

To set the stage properly for the events and ciscussions leading 


up to Title IV, it would be well to try and distill the flavor and 


attitude of the Supply Corps of 1948-1950. 


Prevailing Attitudes toward Financial Management 

several of these postures have had considerable bearing on tne 
fact that the initial (and subsequent) assignment(s) as Deputy Naval 
Comptroller have gone to a line Rear Admiral, and that many of the field 
Comptroller billets have been filled by line and other staff corps officers. 

In the first place, there was a general consensus on the part of 
line officers that Supply Officers as a whole felt that their first 
allegiance was to the Bureau of Supplies ne and second, to 
their immediate commanding officers. Tnis led to the conclusion by many 
commanding officers that this Bureau was bypassing their command authority 
by dealing directly on matters of supply and finance, either covertly or 


overtly, with the Supply Officer attached to the command.3 This image 


a ee ب‎ E 


“Ibid. 
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of the Supply Corps naturally did not contribute to a commander's idea 

of a closely-knit team effort on the part of his department heads. 
Historically then the Bureau had exerted great influence over Supply Corps 
Officers in the field. Secondly, the Supply Corps itself was a "house 
divided," in that fiscal billets and those officers filling them were, 
consciously or subconsciously, considered as "poor relations," and such 
billets were to be assiduously avoided if one aspired to promotion to 
senior ranks. In short, fiscal billets were not considered the best 
selection 0 Fiscal billets at that time were those in Disbursing 
Offices ashore, Navy Audit Offices, Naval Finance Offices, etc., while 
so-called "supply" billets were those as supply officers of ships or 
stations, Naval Supply Depots and Centers, Supply Demand Control Points, 
etc. 

And lastly, the Supply Corps feared that with comptrollership, 
Civilians would inherit many of the ashore financial jobs then available 
for Supply Corps officers. 

This last attitude may seem in contradiction to the general 
disdain in which fiscal billets were held. However to apply Wildavsky's 
"Strategies" of budgetary ہت‎ to the military situation, regardless 
of how undesirable certain billets may be, the greater quantity of billets 


wnich an organization can obtain, the greater seems the organization. 





Ibid. 


Ibid. 


' 


0 Widavsky, The Politics of the Budgetary Process (Boston: 


Little, Brown, and Company, 1968), Doe A 1022 
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The Struggle for Power 
In the interim period from the passage of Public Law 216 in 
August of 1949, to the appointment of a Naval Comptroller in June of 
1950, there besan a power sruggle within the Navy, not only as to what 
pe functions of the Naval Comptroller, his staff and field activities 
would be, but also who would fill these positions. It was really a three- 
way struggle between line, staff (Supply) and civilian (career civil 
service). T Understandably, there are very few written records of the 
discussions which took place. 
However, Admiral Denfeld, a few days prior to passage of the law, 
communicated to the Secretary of the Navy: 
۱ atate Comptroller | Note: not the Deputy but the 
Comotroller J be an officer qualified for unrestricted 
command, and separately am prepared to recommend that the 
Comptroller hold the rank of Vice Admiral and occupy a 
position in the organizational structure of the Navy 
comparable to that of a Deputy Chief of Naval Operations. 
I further recommend that: 
(a) the Comptroller's Deputy for Budgetary Affairs 
be a Naval Officer 
(0) the Deputies for Fiscal Affairs and Management 
Engineering be either Naval Officers or 


civilians, the appointments being predicated 
solely on individual qualifications. 






It is interesting to speculate as to why mention of “individual 
qualifications’ is mentioned only with regard to the Deputies for Fiscal 
Affairs and Management Engineering. Pcrhaps, because it was only on these 


particular appointments that the Chief of Naval Operations felt it was not 





Interview with Fred Demeret, Assistant Director of the Progress 
Reports, and Statistics Divisior of the Office of the Naval Comptroller, 
December 29, 1964. 


Sy, S., Memorandum from the Chief of Naval Overations to the 
—_- رس‎ 


Secretary of the Navy, July 26, 1949. Italics mine. 
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necessary for him to have final say as to who should fill them? Possibly 
it was because at this time there were very few Vice Admirals qualified 
for unrestricted command who could also qualify in the broadest meaning 
@ the word, as Comptroller of the “Navy. 

However, since by Title IV an Assistant Secretary of Defense would 
be the Department of Defense Comptroller, the Secretary of the Navy at the 
insistence of Mr. Dillon? decided that so too should the Comptroller of the 
Navy be an Assistant, or Under Secretary. But the struggle continued with 
E cara to the Deputy Comptroller. 

The Assistant Secretary of the Navy for Air was to be given the 
collateral duty as Comptroller. Prior to his appointment, he had the 
mission of drawing up the Charter of the Comotroller of the Navy, and 
determining who would fill the post of Deputy Comptroller. 

A new Chief of Naval Operations, Admiral Forrest Sherman, took up 
the Denfeld cudgel when he wrote that "the best interests of the Naval 
Establishment require that if the Comptroller be a civilian, his principle 
deputy should be a professional Naval Officer of the Line qualified for 
unrestricted command. "® 

The arguments continued in writing over the exact wording of the 
Charter, and in conference over who should be appointed Deputy Comptroller. 


The Supply Corps at this time was really dealing from a position of 





y, S., Memorandum from the Administrative Assistant to the 
Secretary of the Navy, August 9, 1949. 


loy. S., Memorandum from the Chief of Naval Operations to the 
Assistant Secretary of the Navy for Air, Duties and Resvonsibilities of 
fee Oifice of the Comotroller of the Kavy, April 20, 1950. 
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weakness due to the prevailing attituces and internal dissension mentioned 


previously. 


A Decision Is Made 
On 1 June 1950, Secretary of the Navy Francis P. Matthews, 
officially appointed John F. Floberg, the Assistant Secretary of the Navy 
for Air as Comptroller, and named Norwood P. Cassidy, the incumbent Fiscal 
Director, as Deputy Comptroller. Apparently, intensive arguments were 
interposed in regard to this latter appointment to such a degree that Mr. 
Cassidy's appointment was rescinded within 48 hours and a line Rear Admiral, 
Herbert G. Hopwood, was made Deputy in his stead. The precedent of 
this line appointment has remained in effect. 
As Vice Admiral C. W. Fox (SC) USN. Ret., who was Chief of the 
Bureau of Supplies and Accounts at the time,wrote, "The Chief of Naval 
Operations decided the Comptrollership of the Navy to be a command function 
hence it should not be delegated to a staff corps. I might add that with 
possibly one exception, the other chiefs of bureaus supported the decision 
of the Chief of Naval Operations. "12 
While similarly, the highest ranking Supply Corps Officer on 
000106 duty et the time, Vice Admiral E. D. Foster, said: 
The reason inevitably given for makin® the top comptroller 
job a line billet was . . . that it (Comptrollership) was a 
command function. This I assume was based on the premise that 
ne woo holds the purse strings controls the function, including 


operations. If this maxim were here applicable assigning it to 
the Supply Corps would be ‘putting the cart before the horse. '13 





1lpersoral interview with B. H. Dozier, Deputy Assistant Controller 
for Field Activities, February 3, 1965. 


leretter from Vice Admiral (Ret.) C. W. Fox (SC) USN, January 1, 1965. 


۱ l3Letter from Vice Admiral (Ret.) E. D. Foster (SC) USN, January وبا‎ 
1965. ` 
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The arguments acvanced pro and con over the above point will te 
examined more fully in Chapter V. 

After these two aforementioned appointments had been made, the 
Comptroller's organizational structure began to be formed. First, the 
core of the organization was created by assigning, in toto, the Office 
of Budget and Reports and the Office of Fiscal Director to the supervision 
of the Comptroller. And slowly the additional functional areas which 
Constitute Navel Comptrollership today were pulled together in the Naval 
Comptroller's organization. But not without opposition! As has been noted 
before, at the outset, Secretary Floberg had his problems with the Bureau 
Chiefs, and as late as 1954, the Bureau of Supplies and Accounts was 
"dragging its feet" to such an extent over the transfer of certain 
disbursing and accounting functions, that the Chief of the Bureau, Rear 
Admiral Murray L. Royar, in a showdown with the Comptroller, Thomas Gates, 
Was relieved.t* 

As an example of how sensitive this functional transfer area was, 
I will quote the following as an indication of efforts that were made 
to soften the blow: 

i have heard some Supply Corps Officers express the feeling 
that the law[ Title IV | went too far and that accounting responsi- 
bility, other than the establishment of bzsic policy, should have 
been left with the Bureau of Supplies and Accounts. The law 
wWself, however, as well as the intent of the law, as expressed 
en the earings and the committee reports made it clear what the 
Congress expected the Department to establish and to accomplish. 

Accordingly, beginning in 1950, various accounting end 
audit functions carried on by the Bureau of Supplies and Accounts 
Wave been vransterred to the Office of the Comptroller. The 
Cost Inspection Service, now known as: the Contract Audit Di vision 


of the Comotroller's Office, was the last sizable function to be 
m 





licassidy, 1۳۵ ۷ و6۲‎ loc. cit. 





= 


Da 

Don another ersns:er of mangg@Wfent responsibility is 
imminent and will soon be accomplished. For some time it 
has been apparent that manafement responsibility for the 
Navy Regional Accounting Office should be Lodred at the 
Secretarial level under the Office of the Comptrollcr. 

The Navy Regional Accounting Offices provitc, on en 
area basis, an accounting service for the various bureaus 
s ocher com-Onents or aie Navy ac well as the Office 
3 enc Comotroller. Zn colng this, they carry out the 
mechiical responsibility of the Office of the Comptroller. 

I feel, as do the Secretary and the Under Secretary, 
that management control of the Navy Repional Accounting 
Offices can be improved by placing authority and direction 
Over these offices under the Office of the Comptrolier. 

In this way, the Navy-wide service of the Navy Regional 
Accounting Offices can be more closely tied in with the 
requirements of the other firancial management functions, 
Such as budgeting and progress reporting, which have made 
extensive use this past year of the service of the Navy 
Regional Accounting Offices, particularly in the arca of 
expenditures. 

Arrangements for the transfer of management responsibility 
of the Navy Regional Accounting Offices are presently being 
worked out between our office, the Comptroller's Office, and 
the Bureau of Supplies and Accounts, working under the 
guidance of the Under Secretary. There will also be transferred 
the Navy Accounts Disbursing Offices, the Navy Officers’ 
Accounts Office, and the Navy Finance Center.15 


As these organizational changes occurred and the Bureau of Supplies 
and Accounts was steadily relieved of its Navy--ide financial responsibilities 
it would perhaps now be appropriate to change the title of this Bureau to 
simply, “The Bureau of Supplies.” 

And so the organization has progressed to that shown in 
Illustration 3-1. The six top management m are assigned as follows: 
Comptroller of the Navy--civilian; Deputy Comptroller--line flag officer; 
Assistant Comptroller, Director of Budget and Reports--line flag officer; 


Assistant Comptroller, Accounting and Disbursing--civilian; Assistent 





153. Sinclair Armstrong, “Financial Menagement in adi litar; 
n . . ` 
Department, Speech delivered at the Industrial College of the Armed 
Forces, Washington, D. C., November 6, 1958. 
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Comptroller, Field Activities--Lupply Corps captain; and Ausitor General 
of the Navy--Supply Corps flag officer or captain. 

To E SDN co here wet cespite shifts in cs 
E 5suweement of functions, etc., bawacally ani traditicnally, billet 
essim@aments have followed the procedente set years eso. of e enmple, te 
Mesistant Comptroller, Director of Budget and Reports evolved fem whe olg 
Mee vce of Budget and Reports, and the airector has remained a line rear 
Bomiral; the Assistant Comptroller, Accounting and '‘Dicbursing evolved 
I be old Office of the fiscal Director, and the head has remained a 
Pavilian; the Assistant Comptroller Field Activities consolidates naval 
bomptroller field activities (less audit 602212 all ۰67 3 had 
previously been under the Bureau of Supplies and Accounts end each of 
which is still manned by Supoly Corps Officers, and this Assistant 
Comptroller is & Supply Corps Officer. And finally the Auditor General 
of the Navy vho takes charge of internal and contract auditing which, 
again--to a large degree--had been under the Bureau of Supplies and 
Pecounts, particularly with regard to the contract audit area, ergo-- 
another Supply Corps assignment. 

If then, one does Mot wish to disturb traditions, only newly 
rated offices, such as many of those in the, field and that of Deputy 
Comptroller remain over which arguments may be advanced as to whether the 
Navy's financial mangement effort is best served by assigning these 
billets to Supply Corps officers or to a combination of line, civilian, 
Wpoly Coros or other staff officers 

litiscems that a CCF of initiative and cooperation ia‏ لقتال 
the carly days cost the Bureau of Supplies dearly. If it desires to‏ 


recoup, it should become more creative and innovative in attempts to 








Del 
Solve both its, and line mengerent's problems. 
Por stossen on of thee points, however, ir voldoe 
valuable to examine in some detail the Charter of the Naval Comtroller 
as it exists today, and try to interpret and clarify some of its morc 


Bescure arcas. This will be done in the next chapter. 


e) 








CHAPI: TIT 
NAVY COMPINOLEEASHES: LINE OR STAFF FUNCTION? 


The primery purpose of this chapter is to establish the foundation 
basic precepts unon waich will be erected the discussions, 55 


and conclusions ensuing in Chapters V and VI. Some of the material 


+ 


۱۳ ۱۱060 in this chapter has been tolichec upon previously, most has mou, 
Ert renmsins necessary to consolicate the essential functions, and the 
specific and general ideas incorvorated in the Charter of the Comptroller 


of the Navy, and Navy Comptroller Manual. 


Statutory Provisions 
The basic authority to establish the office of Comptroller of the 
Navy is contained in Title IV of Public Law 216, Section 420 (b): 


There iS hereby established in each of tre three miiitary 
departments a Comptroller of the Army, a Comptroller of the 
a larnrroller of tne Air Force, as appropriate in the 
Pe ve beens cOnce ned wee nere shall, in each military GEDE EN 
also be a Deputy Comptroller. Subject to the authority of the 
respective devartmental secretaries, the Comotroller of the 
military devartments shall be responsible for all budgeting, 
accounting, progress and statistical repgrting, and internal 
audit in their respective departments. . . . The Secretaries 
Pie the mvistary deoaruments may in their discretion appoint 
Ill Civilian oF military personnel as comptrollers of the 
militery departments. 

Where the cepartmental comotroller is not a civilian, the 
Secretary of the department concerned shall appoint a civilian 
as Deputy Comptroller .+ 
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National Security Act Amerdments of 1949, Public 
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mo, che initial statutory requirement gives wide 71 GS 
ime Service secretaries insofar as the a»pointmont of military or civili 
Personne! to the job of comptroller and deguty. Really, all the lav boils 
Hou to is tnst ose of the two appointees must be a civilian. As far as 
the legislative branch is concerned, the military appointee (if there is 
one) in the case of the Navy could be a member of the Nurse Corps if she 
had the requisite professional qualifications. 

There are no follow-on requirements as to personnel qualifications, 
either professionel or military, in the Charver of the Comptroller of the 
Navy, or the Navy Comptroller Manual. ‘Therefore, it may de concluded that 
nowhere are there legal restrictions to a Supply Corps Officer being 
appointed as Deputy, cr for that matter Comptroller of the Navy. As hes 
been stated in Chapter LII, the only statutory personnel requirement for 
the top hierarchy of Naval Comptrollership is the one stating that a line 
officer shell be the Assistant Comptroller, Director of Budget and Reports. 

After prescribing the general mission of the Comptroller, e. g., 


E areas of budget, accounting, etc., the Cherter stated: 


Km sener ı, the Comptroller will function in 2 a capacity, 
except in specific cases when operations are required in wh 


٣۰۰۰٠٠٠۰٠٠ Ol Mis stetucory responsibilities, or by speci=ic 
pirective of hichen authority. Examples of these- exceptions aro: 
The conduct of audits, the provision of financial assistance to 
defense contractors, and the performance ‘Of central and recional 


accounting and disbursing operations. 
Here again, the concevt of "staff" is emphasized. The first 


bemptroller of the Navy supported this concept when, in a memorandum to 


bhe Secretary of the Navy, he wrote: 





ey, See cxmont or whe Navy, Office of the Comptroller, Crarter 
٠۰٠٠٠٠٠٢٢٢" ۵ هل‎ of tbe Xavy, June 12, 1959, 2. 1. 
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The misce oS tno Comkurolle=e.ic to VISE ame siae une 
occrecary of shcUNavy in wevelopinR sod maintaining; efficiency 
and economy through budgetary anc fiscal procedures. ln 
pener2l, the Comptroller functions in €« staff cepacity. He 
&lso conducts Fr ODereclone consicered essential to a 
Power CISCO SS Ol nisssra.utory rooponcibility. 3 


ANO esa=n this 1d0a 1€ statea in more definitive terms in Tiro Sne 


Management in the Navy: 





Cee ecole rs ip toe OCC LINE Tunetion, however. Terre 
Bu oa Dune on, serves line nt in اہ لب‎ 
ii Dedo ra@e nnt. decade the line official is Se very 
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responsible for his OF zation, the comptroller mekes no 
ection decisions for the ommeanization as a whole. dic ےت‎ 
recommend action, but only the line official decides what 
cocron" wil 5e Taken. 

436 authority of the Comptroller stems ےت‎ from 
command and his responsibility is to that comnend. This is 
true whether we are speaxing of the Comptroller o che Navy 
io 1s directly responsible co tac Secretary of the Navy or 
the comptroller of a field activity who is responsibic to 


the commander of that activity. 
It has been shown that the basic functions of the military 
comptroller differ little from those of his civilian counterpart. It is 
E true that the stair relationship of the civilian controller 17+ 


accepted. 


Heckert and Willson further support this premise with: 
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Bureau of Naval Personnel, op. cit., p. 17-10. 


See, for example, David R. Anderson amd Leo A. Schmidt, Practice 
Bemperollershipn, Richard D. Irwin, Inc., Homewood, Ill.: 1961, esp. 5. 35; 
Buorston F. Bradsnaw and Charics C. Hull, Controllershiv in Mocern 
Manerement, Richard D. Irwin, Inc., Chiceco, 1950, pp. 6-5; andu . Die 
98 07 The Comocroiler, Harverá Univer sity Press, Cambridge, Sm “1949, 


p. 53. 





۲۰۰٠٢٢ Secretary of the Navy, 





The controller is chietly a etaff exécutive "nogder" primary 
Piece Ons I Uyar pana interpret data which will be of 
assistance to other feneral and functional executives in the 
determination of sound nolicies and their successful 
execution.” 

True, Che coap roller is a decision-maker, but he is primarily 
an advisor to management in the area of finance. Again, it mlst be 
emphasized that he is a staff function, without line authority, except 
in his own department. 

The function of Comotrollership is not an operation in and of 
itself. Comptrollers have no business of their own, yet everybody's 
business is their business. It is a supportine service function designed 
to insure the effectiveness of good business managemert. For as the 
late Secretary of Defense Charles &. wilson said, 

The concent of a controller in the business worlî is a 

man who is competent and experienced in firancial matters, 
who compiles the financial data and analyzes the figures 
and presents them in a form that will assist management to 
۱۱ Sede gfce in Carrying out its responsibilities 
mo connection with the business. 

Interpretation of the Laws 

Now what are the responsibilities of this staff executive? The 
Navy Comptroller Manual states that “The Comptroller is directly 
Becponsible for budgeting, accounting, progress end statistical reporting, 


auditing, providing financial assistance to defense contractors and for 


the administrative organization structure and manaserial procedures 








6Heckert eng Wilson cco. CI9., De ۰ 


Bu Coneress, Senate, Preparednes 


€ s Subcommittee iio. 3 of the 
Committee on Armed Services, op. cit., p. 115. 
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E UINg Lo such responsibilities . . . Tre enbsequent discussion of 
these areas will be directed toward how these functions shculd be performed 


Under the staff concept and within the framevor: of the original Charter 


concent as it has beer incorporated into the Nevy Comptroller Manual. 


A. Budgeting 


1. ‘Formulation. Thue Comotroller prescribes Nevy-wide budget 


m 


mol Cres end proceaures. iS Molla OCG only as regards >٣ 8 ۲ 
EN ۱ و هلر تا‎ prorel times of submission, most efficien 
meelods 0. 2llecataon, i. €., only those policies and procedures which 


relate to ¿ne “hows” 


and "whens" of the process, not those relating 
primarily to the ‘whys. | He assists the Chief of Naval Operations 
and the Commandant of the Marine Corps in preparing the Department of the 
Navy's program objectives which become the basis for the preparation of the 
program change requests to the Secretary of Defense. | rf performed under 
Ehe staff concept, it should be true assistance, not direction. The 
object should be to aid in proper format, and act as & collecting and 
Escrainsting agent. | He provides guidance and issues instructions to the 
mereaus and offices for preparation of the budget in support of the 
approved programs. [A proper stsif E o He reviews financial 

s 
requirements and justifications for the various programs and coordinates 
the preparation of the Navy's budget estimates for submission, after 
7۶6۲16 and approval by the Secretary of the Navy, to the Office of the 


Secretary of Defense, the Bareaa of the Budget, and to Concress. "9 


65 


` 





Qu. Dy و ای‎ cof the Navy, Office of the Cemeloc ler, Navy 
Comptroller Woaucl (Washington: U, S. Government Printing Office), "Ge. |, 
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| As long-as the review of requirements ana justifications ie kept within 
the purview of the advisor, this is a staff function. For example, the 


= ۰ 


analyst should not question the number of ships or aircraft necded ina 
۴۰۰۰3٦0067 0120 8220, buc ae cOMNMK properly question whether the number of 
ENrorafct requested can be produced by the manufacturer during the ۵۵ TT 
ferlod. If nov, a recommended reduction would be in order. “Analysts ¿ve 
not operators and should not presume to be. Another investigative area 
۱ chat of duplication of requirements. | 

2. ‘Execution. The Comptroller conducts a continuous review of 
the execution of approved budget plans and programs. F Perfectly propece 
This is really a type of internal audit of budget execution. However, the 
Puchority should extend only to a review, with a forwarding to the 
appropriate line authority, accounts of any discrepancies. The Comptroller 
Should not have authority to directly act upon his findings. | ۲ ۳ ne 
Pao suomits apportionment requests to the Office of the Secretary of 
Defense and to Bureau of the Budget, and allocates apportioned and other 
mumas to the bureaus and offices. [ The allocation should be as requested 


^ 


EN c Dbureaus ana offices unless otherwise directed by higher line 
authority. | When review shows variances from the budget plan he makes 

Such readjustments in funding through revisedNallocations as may be 
appropriate. He conducts continuous study of the appropriatior structure 
and assigned financial responsibilities as well as of budget practices and 
procedures of the various bureaus and offices for the purpose of developizg 
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A responsibility inherent with the general cr 
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improvements therein.’ 
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Of budgst overseer. However, this resporsibility should eppiy culy Xo 
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Bae wexterne! relationships of the bureaus end offices, not their intemal 
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ersanization or modus operarnci. | 
a Ihe Comptroller Gevelops, prescribes and 


< _ 


E vsessbh execution of principles, policies, and procedures to be 


> 


followed in fisco) (incluéine military end civilian pay), cost, capital 


i ogg or one” and in workin? capital anc managcment funds 
Meeountire tarourhout the Levpertrent of the Navy, vhether anprocriate aos 
Bonaopropriated funds. (Nothing herein shall be construed as divesting 
the Chief of Naval Operations, the Bureaus and Offices of the Navy 
Weparcument, end the Headquarters U. S.™Marine Corns, of their authority 
S 151155 wien respect to inventory control, the determination 

eil: o levels and distribution, and the physical itens of property 
embraced therein.) [In other words, tne Comptroller should have no say 

ie how tas morey will be spent, but he will be the Final authority 
fren it comes to the decisions as to the most efficient, effective way of 
maintaining the books and accounts. | ٣۳۰۹۶6 56 تددم‎ 5225 ‘Sys ems: ere 
Snead to provide full disclosure of tre financial results of operations 
3 6 با‎ the requirements of both internal management and external agencies; 
adequate cost, obligation, expenciture, and other financial information 
needed for management purposes; and reliable and prompt accountings data 
furnished in a manner useful for preparation and support of budget 
me ٢۶ 2nc in execution of the bua ret. | Tris Svecitically 1 eur. 


and amplifies the general needs of the first sentence of this section. | 


The Comptroller is responsible for the develovrert end coordination of ésta 


processing techniques and applicazione to a single integrated accounting 


system anc acsociated reportin= systems throuzhout the Devartment of th 


de 
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se 
Navy. ۱ docs rotagive the Corntro. Mer cette blerche to probe into 
Gallie vrocessing, but only into those areas of Naval data processing which 
ES ها‎ ۵ financial eccountiiM Applications. j He is further responsible Dor 
Mevelonina DOL CEE and procedusces for industrial fund financing oF 
industrial or commercial-tyve activities in order to control and account 
more effectively for tke cost of work performed. [ Again, the bookkeeping 
function, including the development of policies and procedures insofar 
as keeping track of the money is concerned. | Charters for such ٣٤۵ 
munds must be approved by the Office of the Secretary or Defense and the 
Bureau of the Budget. | Another area where the Compiroiier cannot 
approve the establishment of funds (a line responsibility) 86 ٣٦ 
monitor them, after approval of their inception has been obtained. | 

C. "Progress Reports and Statistics. The Comptroller is responsible 
mor tune overall formulation, establishment, revision, and execution oF 
policies and procedures for the coordination end control of Navy-wide 
information systems as a basis for statistical and progress reporting for 
the Secretary of the Navy and other top management versonrel in the 
Devartment of the Navy and in the Office of the Secretary of Defense, je 
EN G ores oo “ne utilizatior 0 aveilable resources. | In wos ie sear 
the Comptroller has been delegated full line “esponsibility and authority 
from formulation, to execution of policies ané procedures. | He provides 
em ocal point for the receipt end review cf requests for Navy-wi3e 


Stetisuical deta receivea from the Office of the Secretary of Defense and 


Mee Ootner Government sgencies and determines the appropriate statistical 
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G 6 with oler deta relcased. He coorciraves z 
reporting when two or more bureaus and offices and Neciguerccrs U. di 
Marine Corps are concerfied in order that a single consolidatec Deparcmen 
of the Navy response can be complet a ute | Further elaborations on the 
Peavise.cal focal point concent. | 

bi Aud so. The Com roller develops principles ard policis. 
promueotes procederes, end corducts audits. | There ء28‎ 416 77 
mine authority in the two broad audit areas indicated hereafter. } The se 
mudits are of two types, internal audits of all activities within the 


Department of the Navy, and audits of the books and accounts of private 


Hh 


mets uch are ectual or prospective contractors or svocontractors of tHe 
Navy. (Note: Since the preparation of this paper the contract audit 
۰ ۰ of . . ` 
function, which accounted for approximately 60% of the audit business, has 
a 3 3ل‎ | 
Mee. treansierred to the Defense Supply Agency. y internal audits are 
designed to provide a service to mar ent through incependent and 


bei cuive appraisals of controls over, and accountability for all funds, 


Ea erty and other assets for which she Navy is SS { The 
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13 personal interview anita: 
Stroller for Fiecla Activities, Fcb 


Lavy Comptroller Manual, Oo». cit. 
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internal audit is R peculiar esppbiastion of line and staff; line becaus 
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ine authority to vrobe is complete, set s 
Wei action woo the fincdi... is نات‎ 0a ک3‎ ۱۰'06 made 
Moon Which an enlighvened command shoula teke corrective action. If such 


Becton is not forthcoming and/or there are disavreements on the 


B coswnastions, the problem must be carried on up the line chain of 





command until resolution is obtained. | 

E. "Financing. In coordination with the Office of the Secretary 
of Defense and the otrer military depertrente, the Commtrcller establishes 
Policies and procedures governins the administration of tre sueranbeés 924 
and advances payment programs which supply working cavital to defense 

» " po اه‎ ٦ 

Entractors for performance of supply ard research contracts. dere 
financing area has line authority ande respchsteil.cn, but since Hs 
overations are external to pure Naval functions, the line authority is 
Serectly imposed upon civilians rather than other military. | 

The Naval Comptroller's Manual lists as major functions several 
other areas which in the charter were originally prescribed as subfunctions. 
However, evidently these areas have developed through the years to the 
point that they realistically may now be considered as major functional 
areas. These are the determination of civilien menpower requirements, 
program analysis, and financial organization and related managerial 
Meeecdures. I Sugeest that the first is a pure line function and tke only 
Eu cal reason Or placing it in the Comptroller's organization is that 
Des 1Xvolve control of semources, i..e., civiaian manpower. Since 


E 511120 aca allocating civilian menrower can directly affect the success 
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equipment, facilities, and ote requirements to insure an optimum 


required to carry out approved rrocireli 7 £ review is underctarndao.e, 


@ereerclysis and allocation are incompetiole vith ho theory that persons 
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responsible for a program must be given the responsibility to de 
the requirements for said program. 

The second area, nrogram analysis, is really a part of the 
buo@e cary process. And again if this analysis is directec au “le pure 
be: Na of progrems es well es an ےت‎ of possible duplicstions; 
overlens, and time-phasins difficulties, it is a staff function. As vae 
Manual says, "The program analysis function is performed with the 
perspective of keeping ton management informed not only as to current 
E us but, also as To projected status of basic program objectives, 
plans, and schedules. "tT 

Tre final function is the relatively simple ore of developing 
standerd organizational patterns for the various comptroller echelons. 
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Tt nas been estebliesec that compirollership is a staff Tunezie, 


a service adjunct to top management, and in this light the Charter and 
Manual of the Comptroller of tbe Navy have been examined with regard to 


Br eproper, most cifective way of performins the incumbert responsi bilit 
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L think the future or avel Cs trollerchip lice in vie, concent 
pillservice. The scope of this future will be exenine2 in the following 


ehapter. 
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SHE FUTUAS On e NAVAL, CORPI mel > 


Can cemvtrolle eis in the Navy founder thirougn elforus uo sm sa 


"salesmanship" apnroach? sy exserience has been thet persons occupying 


positions regarded as staff  zonerelly lose manapement's ear when “hey 
Muster to force their iceas ane advice on the lire echelons. This 


ft 


tendency toward "demand" rather than "advice" is an ever-present danger 
m erent in steff jobs. And there is only an extremely fine lire 
separating "demand" from "advice. 

With speciile reference tO. OMe ardê Gi financial mm en 
Secretary of Defense's Advisory Committee on Fiscal Organization and 
Procedures stated: 


Maximum effectiveness or financial management is achieved 
only “hen it is fully integrated into total management and is 
mee. 12 wiva other aspects of mapaomont, such as effective 
poucower utilization, full utiligeition of industrial engineering 
techniques, and vigorous inventory management through modern 
merchandising methods where eppliceble. The financial viewpoint 

Enould be ope of 7۳6 factors on waich policies and decisions are 
face. The heed of each organization has Asa ULL IMAGE 
Bes oOUSsibility for sound financial ms ment, but ۵ iim 
G@elegate the authority and assign Lal resoo AES 1230 LOL 
Su 


leadershio in this area to a professionally qualified member 
of his staff. 





1. 





11 


U. 3., Office of the otcretary o Defence, Azvisory Committee or 
Piscal Organization and i 20e Financial سے‎ erent de he Denarune 
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a "decline of power within tre organization. 


Under the staff service funcsic promise. IL contend thet this 
1 X 2 


po 


"power," if, in fact, it Gia exist, should not heve--enl if this "power 
EN i ou Of Che os¿s22zevion, vals drain does rott incid rci 
Secline, but rather a realignment in tne direction of support to top 
management. 

8 former Comptroller of the Navy indicated that e mejor wec T Ti 
the financial management system vas not so much now the work was being 
performed, but more zppropriateiy that management personnel, verhaps 
isecause of their concentration on operational matters, often did not use 


+ 


@eewtinencial ard other information placed at their disposal." lt IOS ٤ 
observation that, "Comptrollers have a major responsibility in this 
Connection. Many times, management personnel. simply do not knew how to 


mse the finarcial information that is available and the comptroller's job 


po 


s to assist manegement in this connection. The lack of well-t 22 





office Of e Compispl'er co? tre sa c Mery Grecuete Financial 


Management Class of 1965, Geor cc Washington University, Nashinston, D. T. 
Personal interviews with selected officers. January-February, 1965. 

35, Sinclair Armstrong "Sinameial Mahagement in a Military 
Devartment," Speech delivera jet the وتا‎ ial College of the Armed 


Forces, Washington, DC ل‎ 1059. 
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Meaeement system should not oniy be useful to command buy should also 


meovide assurance that limited resources will be utilized most effectively 
in terms of national policy. A&A major problem is that of attaining 


hermonious balance between the normal commercial concept of management 


ieee profit incentive: 
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ard cmohasis upon efficiency and economy, on the 
One hand, and the military concept of logistic adequacy, on the other B 
One area in which Naval comotrollership may demonstrate its 
5 
worth is in Congressional relations. Consress can be compared to a 
Gorporate board of directors. It is to this board, that the Navy must go 


Buch year to obtain funds. Often, these anzearances have proved 
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تک‎ Coeb.roller must not make iirc munectement decisions, but must only 
EU to provide tbe wherevirthall for these decisions. 


En comuorteno on this, o@burccau convutroller conceded ines 
Some ol we biene in This arca rests 29 


Ea Sc 2055. He poiptoed out, mowever, الاقم‎ undcr no cong? sens 
SDI comptrollers make such decisions. Kathcr, they should 
contribute to the cecision-molzing process Dy such means as 
Brortirsc and anolyzing redeeL Oncrations, WLUn variances 
Bon standard, ana other arcos requiring corrective action 
moved; and indicaving cirferentsrPthods of reaching e coal, 
Witch suDporcing cata supolied to assist line management in 


reaching a decision. 
The assumption of line management'o | 


Meepo sibility by Certain ار ماما او یب شب دای‎ contributes 
fo vse continuing Misconcevtion ik Los 
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pho pertaaleyed by 2 comairoller in vie ares of control. LE 
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Comptroller does not exercise control in the senso seneraliy 
Mesociralcd With his term, althouth he T contrib: ute TON 


Bro process INNIS CODEC VY OE a SO in Financial 


management. We repeat, decision making is line management's 
NOD. he job o: the comptroller is togacy se. 
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There is to be sure, a measure of truth applicable here from Mary 


Darker Follettts "Illusion of 





2 .. د‎ - 35 r ` de 
— 20. WERT Perseo), gi. civ., np. 31. 
ES LAC 





se 190 3m m * 7 vaste A 1 > سوج‎ m 
Henry ©. Meteclf ant L, rT, Dit ex N eet iw, he 
صو وی ی‎ 
a ur `. Ha] T - = = E ٦ - Y AY » lr qe - 3 FEN si 1 ` 
Potlectiel Pers ol Mery Tati 0 7 بت‎ (New VOLE: Earver and Bros. ر‎ a 
Tg لوو‎ © ue n , t 


Ier 159-150. 








— s, 


^ acs Ir. 4 = n 2 -— ., m - 2 es ar) m pa] ^ 
NEN ato Dego nn, Duc resi eee Socks and shoeslc se 


da acts EEE SWE AMAS 1 vo mois. OC [SCA O exorcise 
Ust "final WE t as dtir Ceco. 
KON ون 57ء‎ 5016 EUER colle dd Ge ا ا امن‎ ۳۳٣ 
eng! red, 

DISP cho rocks. to bo SveTWoB, is “os he como.roller یق یہ‎ ٣ 


vi ^ toe el zen : : ina. e 5 - .ی لد‎ ٩ S سب‎ E AA m yr ur LN au. 
EN "ongercstaneisE of his responsibility vo rante. do caus LOS 


EB so involved in routine nerforencce of ninismu vecoonaeollitleÉ 


مال 


- ^ 


Met ne fails to understand er avprociate the oroagder ESL cf tor 


- 


r 272 s 1 3 3 “a 1 3 - v 
mie i He should not wait Vo be called on, Dut 1500 86س‎ 
ro. "e . = = = - - ۰0... uh x 
Meet رع‎ OTL, end a dedrec of salesmenship in briarits e cpronridtt 


Iu orast3o» to tke attention of management. fhis involves looking caeca 
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BE  cvoral! goals. Ir chis way the comptroller will develop a semit 
Bveicude by becoming concerned with making management's job casier and 
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With the advent of Secretary of Defense MoNamara and the Assistant 
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meee. clectronic daca co_leevicn devices, Co G., iu e Vid y 
Mecessary that Naval Officcrs in general and Supply Corpse O--icers 14 
Pee cicular become proficierT in the use of These Tools and cecnnigu-so- 
mer Ove: ully, finally become che innovators ravner then the lollovest. 
Defense Comptroller Hitch foresaw this need in 1961 when he 


Be2ted, Obviously, to carry out these tasks of financia management, 
Mew tools and techniques will have to ve devised. These include the 
Bevel Opment oF valia units of measurement for material, manpower, and 
ي5‎ =escurces, more refin@. methods or costing such resources, ano a 
Bern Por intervreting these cata for use by all functional areas of 
"m ۳ „LO 

Department of Defense management. . . + 

There is also much that can be done towards simplifying accounving 


EM corres jn order to relieve che icid operator of sone of the tecious 
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details now required in the preparation of records and reports. Tre ol 
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Gomplcint of “bureaucratic red tape” still has much validity. Again, 
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